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COST OF CASTINGS — THE FALLACY OF AVERAGES 
By Norman Terry afeecactancsaress tres te ; 94 


Mr. Terry is vice-president of Canadian Sumner Iron Works 
Co. Ltd., Vancouver, B.C. He joined the firm in 1923, as 
junior accountant and in 1943 he became secretary- 
treasurer. 

Mr. Terry is a past president of S.I.C.A. of Canada, and 
was first president of the B.C. Society. He helped to 
organize the B.C. Chapter of the American Foundrymen’s 
Association and became its first president. He is a member 
of the executive of the B.C. branch of the Canadian Manu- 
facturers Association and a member of the Certified 
General Accountants Association. 
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MATERIAL CONTROL IN NICKEL CHROME PLATING 

by Robert T. Hood . i ee 
Mr. Hood is Assistant Comptroller, Deep Freeze Appliance 
Division, Motor Products Corp., Detroit. He entered employ 
of this firm as Cost Clerk in 1939. In 1949 he became Cost 
Supervisor of Detroit Plant of Automotive Division. He 
was in Military Service from 1941 to 1946. He has been 
a member of N.A.C.A. since 1947. 
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Published Monthly by the 
SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF CANADA 
Incorporated 1920 
Editorial and Business Offices: 66 King St. E., Hamilton, Ontario. 
J. N. Allan, R.I.A., Secretary-Manager and Editor. 
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Subscription price to non-members, $5.00 per year. Single copies, 50 cents. 
Members desiring five copies or more of a single issue, may obtain them at 
25 cents. Opinions expressed by articles and comment are not necessarily 
endorsed by the Society of Industrial and Cost Accountants. 


Authorized as second class mail, Post Office Department, Ottawa. 
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SOCIETY OFFICE IN NEW QUARTERS 


It was only three years ago that the offices of the Canadian 
and Ontario Societies were moved into enlarged quarters. It 
was only a short time, however, before it became evident that 
the rapid growth and expanding activity of the Society would 
soon tax existing facilities. 


While the membership has increased substantially during 
the past three years, it is rather significant that the number of 
inquiries for information has increased in much greater pro- 
portion. The ratio of the number of requests for services to our 
total membership has more than doubled in that period. This 
is due in large part to the publication of the Topical Index of 
our Library, but it also reflects the ever-increasing demand for 
more exacting and efficient methods of cost ascertainment, 
analysis and forecast in all classes of business. 


These factors combined to tax the facilities of the National 
Office and the need for more commodious quarters became im- 
perative. This need was recognized by the Canadian Society 
Executive Committee and by the Ontario Council, and authori- 
zation was given to secure enlarged quarters. It was most 
fortunate that adequate space became available in the same 
building on the sixth floor. We take over our new quarters on 
March Ist and it promises to afford satisfaction in every respect. 


This is the third move we have made in the same building 
since coming to the present location in 1937. Some idea of the 
phenomenal growth of the Society in the intervening period may 
be gained from the fact that at that time we had 266 members 
and five chapters as compared with more than 3,400 members 
and 29 chapters to-day. 
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JOSEPH H. THOMPSON, B.Acc., F.C.A., R.I.A. 


It is with much regret that we announce the passing of 
Joseph H. Thompson, B.Acc., F.C.A., R.I.A., Dean of the College 
of Commerce, University of Saskatchewan, and third Vice- 
President of the Society of Industrial & Cost Accountants of 
Canada. Death came suddenly Sunday morning, March 9th, after 
suffering a cerebral hemorrhage at his home the previous evening. 
He was in his fifty-sixth year. 

Born in England, Dean Thomson came to Canada at an early 
age and received his education in Saskatoon. He enlisted for 
service in the First Great War with Royal Air Force overseas and 
on his return he resumed his studies in accountancy and qualified 
as a Chartered Accountant. 

In 1932 he became an instructor in accounting at the Uni- 
versity of Saskatchewan and on the outbreak of the Second World 
War he was appointed Deputy Assistant Adjutant General of 
Military District 12. He returned to the university in 1940 as Dean 
of accounting and at the same time served as Commanding Officer 
of the University Officers’ Training Corps. 

Dean Thompson was a Charter member of the Society of 
Industrial & Cost Accountants of Saskatchewan and contributed 
much to its successful organization and incorporation. He has 
served on the Co-ordinating Educational Committee and in 1949 
he was elected to the executive of the Canadian Society. 

His loss will be felt keenly by the many organizations and 
countless individuals who had the benefit of his influence. 

To Mrs. Thompson and his two daughters, Joan and 
Margaret, we extend our sincerest sympathies. 
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3lst Cost and Management 
Conference 


VANCOUVER, B. C., JUNE 24, 25 and 26 


Let's find the solution to the Problem... 


“MANAGING TO-DAY’S DOLLAR” 


The programme planned by the Confer- 
ence Committee will help you solve it and 
it will point the way to better control. You 
can’t afford to miss the lectures on this 
subject. 








Plan now to attend the Conference in 
Vancouver. British Columbia is noted for 
the warmth of its hospitality, the magni- 
ficence of its scenery and its colourful 
history and traditions. 


The Local Chapters are looking for- 
ward to entertaining delegates from 
across Canada, the Atlantic Coast and 
Newfoundland. 


LET’S MAKE THIS A REAL CASE OF 
“EAST MEETS 
WEST” 





“Managing 
To-day's Dollar” 
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New Members 


CALGARY CHAPTER 
R. W. Brooks-Avey, 3620 - 7th St. W. 


FORT WILLIAM - PORT ARTHUR CHAPTER 


Dick Deeley, 289 Winnipeg Ave., Port Arthur 
Peter Dennis, 2014 Murray Ave., Fort William 
G. C. Dewey, 40 N. Empire Ave., Port Arthur 
L. Dubinsky, 900 Alexandra St., Fort William 

F. G. Farwell, 513 Christina St., Fort William 
W. Gwizdak, 242 King Street, Fort William 

M. C. Hartley, 68 Martha Street, Port Arthur 
A. H. Hartviksen, 12 Elm St., Port Arthur 

Miss B. Holloway, 402 N. Harold St., Fort William 
G. E. Kantola, 108 Heron St., Fort William 

J. A. LaBarre, 539 N. May St., Fort William 

A. R. H. Laing, 7 Keith St., Port Arthur 

W. G. Murray, 518 S. Norah St., Fort William 
M. J. Nevins, 419 Oliver Rd., Port Arthur 

J. M. Novak, 230 E. Amelia St., Fort William 
B. E. Palanycia, 1402 W. Fredrica St., Fort William 
Erling Simonsen, 318 N. Algoma St., Port Arthur 
Miss L. V. Sjoback, 545 Oliver Rd., Port Arthur 
Miss B. A. Sjoback, 545 Oliver Rd., Port Arthur 
R. G. Stafford, 52 Maudslay Court, Port Arthur 
P. J. Ukrainec, 841 Minnesota St., Fort William 


HAMILTON CHAPTER 


B. C. Carpenter, Hamilton Porcelains Ltd., Brantford, Ont. 

H. William Glasgow, Steel Company of Canada Ltd. 

J. Gordon Smith, The Brantford Cordage Company Ltd., Brantford, 
Ont. 

Gilbert W. Agnew, The Brantford Cordage Company Ltd., Brantford, 
Ont. 

Reginald J. Broughton, Massey-Harris Co. Ltd., Verity Works, 
Brantford, Ont. 

J. M. Hetherington, Royal Oak Dairy 

Andrew Aitkenhead, Robertson-Irwin Ltd. 

Gerald O. Sloan, Income Tax Dept. 


KINGSTON CHAPTER 
V. F. Nielsen, Dr. Bell Wonder Medicine Co. 


KITCHENER CHAPTER 


William B. Teasdale, James R. Kearney Corp. of Canada Ltd., 
Guelph, Ont. 
Albert H. Israel, Cluett, Peabody & Co. of Canada Ltd. 
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NEW MEMBERS 


LONDON CHAPTER 
Charles B. Sutton, General Motors Diesel Limited 
Robert A. Springett, Foundation Mannix 


NIAGARA CHAPTER 
W. G. Clarence Ripley, The Beaver Wood Fibre Co. Ltd., Thorold, 
Ont. 


OTTAWA CHAPTER 
Albert E. Elder, The Ontario Hughes Owens Co. Ltd. 
Ralph Henry, 275 Kent Street, Ottawa, Ont. 
Eric Hehner, Corporation House Limited 
Clarence R. Watts, Office Appliances Ltd. 
J. A. L. Lalonde, The Ottawa Journal 


TORONTO CHAPTER 
D. Lloyd Fife, Telfer Paper Box Co. Ltd. 
Norman J. Hykoski, Massey-Harris Co. Ltd. 
Bruce O. Winter, Harvey Spry & Associates Ltd. 
Peter E. Best, Surgical Supplies (Canada) Ltd. 
Charles H. Jennings, Rogers-Majestic Ltd. 
F. Gerard Downey, Colgate-Palmolive-Peet Co. Ltd. 
C. Stanley Rennie, Fred Page, Higgins & Co. 


WINDSOR CHAPTER 
Edward F. Stevens, Ford Motor Co. of Canada Ltd., Overseas 
Operations 


NON-RESIDENT ONTARIO 
T. Arnold Summers, L. R. Brown & Co. Ltd., Sault Ste. Marie, Ont. 


WINNIPEG CHAPTER 
C. S. Allan, 626 Langside St. 
C. G. Arthurs, 151 Kane Ave., St. James, Man. 
R. Bannatyne, 260 Guildford St., St. James, Man. 
H. M. Beardsley, 481 Rosedale Ave. | 
P. W. Bishop, 687 Henderson Hy. 
J. P. Byers, 403 Jamieson Ave. 
A. Cameron, 307 Hazeldell Ave. 
G. J. Champagne, 236 Hamel Ave., St. Boniface, Man. 
W. E. Crook, 315 Parkview St., St. James, Man. 
R. W. Cruikshanks, 51 Monck Ave., Norwood, Man. 
C. G. Davidson, 190 Borebank St. 
D. I. Donnet, No. 8, Quelch Apts., 210 Quelch St. 
W. J. Drudge, 260 Helmsdale Ave., East Kildonan, Man. 
S. T. J. Ellerton, 519 Camden Place 
G. Enns, 304 Victor St. 
E. Epp, 2 Erie St. 
H. J. Feeney, 1582 Magnus Ave. 
W. Feller, 309 Victor St. 

J. I. Flatt, 454 Brock St. 

A. Fuga, 1072 Manitoba Ave. 
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J. Goods, 315 Melbourne Ave., East Kildonan, Man. 
C. C. Gordon, 361 Madison St., St. James, Man. 

C. Hansen, 568 Fairmont Rd., Varsity View P.O., Man. 
T. S. Hay, 147 Douglas Park Rd., St. James, Man. 

J. Howk, 700 Home St. 

S. E. Howard, 319 Scotia St., West Kildonan, Man. 

J. A. Jordon, 815 Jessie Ave. 

Peebles Kelly, C.A., Miller MacDonald & Co. 

W. H. Kershaw, 408 Harbison Ave. 

L. W. Kevell, 609 Home St. 

L. L. Landa, 65 Inkster Blvd. 

A. J. Little, Suite 9, Cumberland Court 

D. G. Maple, 532 Sherburn St. 

N. A. Mawhinney, 1008 Banning St. 

Miss V. E. McCaw, 103 Princeton Apts. 

H. Middlestead, 198 Edmonton St. 

A. M. Pope, 862 Banning St. 

R. L. Price, 408 Ravelstone Ave., W. Transcona, Man. 
A. A. Roberts, 322 Bonner Ave., North Kildonan, Man. 
J. G. Russell, 29 Buckingham Apts. 


B. F. Smith, 714 Kylemore Ave. 

W. N. Stephen, Suite 6, 47 Cornish Ave. 
D. G. Sumner, 1182 Wolesley Ave. 

D. C. Walker, 617 Walker Ave. 

T. E. Walker, 642 Minto St. 


R. A. Wheelans, 169 Leighton Ave., East Kildonan, Man. 


MONCTON CHAPTER 
J. H. Crawford, Moncton Publishing Co. Ltd. 
R. B. Black, P.O. Box 122, Bathurst, N.B. 


SAINT JOHN CHAPTER 
G. F. Irvine, Ganong Bros., St. Stephen, N.B. 


MONTREAL CHAPTER 


D. W. Burke, Payne, Patton & Puglsey 

E. S. Hall, George A. Touche & Co. 

Jacques R. Gauthier, Marcel Rivard, C.A. 

M. Gaston Lamoureux, Peltier Handling Equipment Co. Ltd. 
A. I. Hainey, St. Lawrence Alloys & Metals Ltd. 

G. L. Phillips, Dominion Oilcloth & Linoleum Co. Ltd. 
C. J. Hockman, Canadian International Paper Co. 

R. D. Valph, The White Motor Co. of Canada 

A. Chagnon, Dominion Containers Ltd. 

J. Groh, St. Luke Industries Ltd. 

A. D. Holt, Can. Pratt & Whitney Aircraft Co. Ltd. 
Louis Lacourse, Bauman, Freedman & Co. 


SASKATOON CHAPTER 


W. E. Jackson, Treasury Auditor, Department of Finance 
R. O. Verhelst, 204 22nd St. W. 
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USE DITTO COORDINATED SUPPLIES 


THEY’RE MADE FOR EACH OTHER 


Chemically / 


FOR GELATINE MACHINES 


Rolls and Films—The standard 
of comparison in the industry. 
Fit any duplicator. Products of 
intensive chemical research 
and controlled manufacturing 
processes. 


Carbon—For brilliant copies. 
Soft for 100 to 125 copies; me- 
dium for 75 to 100 copies. 
Colors—purple, blue, green 
and red. 


Ribbons, Pencils, Inks—Rib- 
bons for any typewriter, infour 
colors; also available half 
black record and half purple 
copying. Pencils in four colors. 
Leads for mechanical pencils. 
Inks in eight colors. 


Paper—Ditto Penortype A for 
originals—Ditto Longrun B or 
Duo-run for the copies. Give 
brighter copies, longer runs 
and perfect chemical coordina- 
tion with other supplies—at 
no price premium. 


DITTO of 


and more of them... 
Coordinated Supplies. Reason: all 
items in the Ditto Line are made for 
each other chemically. Each helps the 
other get better results! Order Ditto 
—the Coordinated Line of Dupli- 
cating Supplies today! 


FOR LIQUID MACHINES 














DITTO 


TRADE MARK REG. U. S. PAT. OFF 
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You get better reproductions 
. . . Cleaner, clearer copies 


with Ditto 


Fluid—Scientifically developed 
solvent. Is non-corrosive to 
metal machine parts, does not 
affect rubber rollers, is fast dry- 
ing and does not curl paper. 


Carbon and Mastersets—Royalty 
for 350 and more intense 
copies; Dittmark for 150 to 
200 copies. Both Colorsealed 
to reduce carbon stain. Avail- 
able in purple, red, green, blue. 


Hand Cleaners—Cream or 
liquid. They quickly remove 
all dirt and stain, they’re safe 
for the most sensitive skin, 
they leave a pleasant velvety 
after-feeling. 


Paper—Direct Process Master 
for originals; Direct Process B 
for finest copies possible; Duo- 
run for economical copies. 
Get the best and pay no more. 


Canada, Ltd., 310 Spadina Ave., Toronto 
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Chapter Notes 
HAMILTON CHAPTER 


The regular meeting of the Hamilton Chapter of the Society of 
Industrial and Cost Accountants was held in the Burgundy Room of 
Fischer’s Hotel, February 14th. There was a large attendance to welcome 
the Toronto Chapter and the Society’s Dominion President, Mr. George I. 
MacKenzie, B.Sc., R.I.A. 

The chairman, Mr. A. R. Wright, R.I.A., asked for a two-minute 
silence in respect to our late King, after which he welcomed the many 
visitors. Mr. J. N. Allan introduced Mr. MacKenzie, who gave an en- 
couraging report of the progress of the Chapters across Canada. 

Mr. George Moller, D.Jur., C.A., then introduced the panel of three: — 
Professor J. E. L. Graham, M.A., B.Litt., of McMaster University; Pro- 
fessor D. C. MacGregor, B.A., of University of Toronto; and Mr. David 
Lewis, B.A., National Vice-Chairman of the C.C.F. Party. The topic of 
discussion was “Wages, Prices and the Economic Outlook”. The three 
speakers brought out some very interesting points and it was generally 
agreed that the inflation spiral could be partly controlled by first industry 
agreeing that labor is entitled to a decent standard of living; second, that 
labor try not to take advantage of the times and ask for unreasonable 
wages; and third, that Government control their spending and in this way 
keep money out of circulation. 


LONDON CHAPTER 


The London Chapter held its monthly meeting on Thursday evening, 
February 28th, in the Rainbow Room of the Y.M.C.A. Forty members 
and guests attended the dinner at 6.30 p.m. and many more attended the 
technical session which began at 7.30. 

Our guest speaker for the evening was George Moller, D.Juris, C.A., 
who spoke to us on “Influence of Taxation on Business Fiscal Policy”. 

The lecture was thoroughly enjoyed and during the discussion period 
which followed, many questions were asked and answered. 

Other events in the programme included an up-to-date word picture 
of what the students are doing and what is expected of the senior members 
toward helping the students with their difficulties. This year our students 
have really got under way and we feel sure that the efforts will pay 
dividends at examination time. 

Special mention was made of the coming Conference at London on 
May 29th, 30th and 31st. London Chapter will spearhead this event and 
every member was urged to get behind the wheel and attach himself to 
one of the committees to add to the success of the undertaking. 


MONTREAL 
The Montreal Chapter met in conjunction with the Institute of 
Internal Auditors on Monday, February 18th, 1952, in the Windsor Hotel 


Rose Room. 
A dual team of speakers discussed the subject of Cost Accounting and 
Internal Auditing. Mr. A. E. Bishop, C.A., Vice-Chairman of our Chapter, 
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spoke first. He indicated the necessity for Cost Accountants to broaden 
their outlook and develop an over-all reciprocation with the general ac- 
counting section and the internal audit branch. The very specialized nature 
of the Cost Accountants work develops a wealth of detail that can be 
advantageously used by all forms of Management, if the facts are clearly 
presented. 

Mr. P. H. Lett, C.A., Chairman of the Montreal Chapter, Institute of 
Internal Auditors, spoke on the necessity of examination of cost accounting 
records by the internal audit section. Mr. Lett confirmed Mr. Bishop’s 
view that the Internal Auditor must not be unduly concerned with the 
arithmetical accuracy of figures but critically examine cost schedules, 
interpret these and ferret out the story indicated by variances from 
standard. 

Both Institutes were well represented and the mutual opinion was to 
the effect that these joint meetings should be an annual affair. 


OTTAWA 


On February 21st, the Ottawa Chapter was privileged to hear a talk 
by Professor K. F. Byrd, Professor of Accounting at McGill University. 
Professor Byrd discussed the problem of changing money value and its 
effect upon the accounts. The seriousness of the present inflationary 
situation was first outlined with specific attention being directed to the 
belief that there was to be a continued long-term inflationary period. The 
results of such monetary depreciation showed its effect on the profit and 
loss accounts in the improper matching of certain expense dollars based on 
old historical cost and the consequent over-statement of profits. Because 
of this profit over-statement, funds were being drained from going concerns 
through resulting high income tax load and through demands by unions, 
shareholders and others upon the “so-called” current profit balance. This 
drainage of funds could only lead to ultimate seeking by management of 
new investment funds at a later date for the replacement of worn-out 
facilities. This fact is a serios challenge to the accounting profession be- 
cause of the impropriety of seeking funds for replacement from investment 
sources. 


TORONTO STUDENT SECTION 


The Februrary meeting of the Toronto Chapter Student Section was 
held on Thursday the 21st, at the Hearthstone. 

The importance of the subjects to the students and the high calibre of 
the two speakers no doubt had a bearing on the large attendance. 

Mr. John Logan, R.I.A., had chosen for his subject “Standard Costs”. 
After showing how these were made up, Mr. Logan went on to the use of 
Standard Costs and how the variance was determined. He stressed the 
fact that it was imperative that the all-important information must now be 
passed on to the proper authority and not buried in a desk drawer. 

Mr. Wally Irwin spoke on “Wage Incentives” and explained very 
thoroughly some of the conditions under which wage incentives had been 
installed in his own organization. This was followed by an illustration of 
how incentives were best suited to some types of operations and in other 
cases almost impracticable. 
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lieve the time it saves. Why—with 
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both sides as fast as six per second!” 
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Your Treasurer—‘“‘You wouldn’t be- 
lieve the money it saves. Pays for 
itself in no time by savings in labor, 
rent, filing equipment and grief.” 





Smartly styled recorder—one of the 
units in a modern line of microfilm 
equipment built by Bell & Howell, 
sold and serviced by Burroughs. 


‘Eetybody benefits from Burroughs Microfilming ! 






rotection. But that’s not all. 


Yes, Burroughs Microfilming saves space, 
me, money. It gives you accuracy and 


Burroughs world-famed service organization 
will make sure your microfilm equipment is 


kept in perfect operating condition. 


urtoughs’ 60 years of solving business 
problems by machine assures you business- 
like recommendations. If Microfilm won’t fit 
into your over-all office operation — we'll say 
80. Ifwe say it will you can know 
t's a sound recommendation. 
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Microfilm equipment sold by Burroughs is 
built by Bell & Howell, the leader in quality 
photographic equipment. See for yourself 
how Burroughs Microfilming can help you. 
Burroughs Adding Machine of 
Canada, Limited, Windsor, Ont. 
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By N. R. BARFOOT, R.1.A. 


UNEMPLOYMENT INSURANCE 


The Unemployment Insurance Advisory Committee in its annual 
gives some interesting figures on the state of the fund. 


Balance in fund as at March 31st, 1951 $664.6 million 
Increase in immediate past period .. : ‘ 81.9 million 
Gross revenue in past period ............. 171.9 million 


A breakdown of the revenue shows 128.7 million from employer- 
employee contributions. Government contribution, 25.7 million and interest 
earned over 15 millions. 

Benefits paid in the period amounted to 90 million. 

Aside from cash requirements, the whole of the fund is invested in 
obligations of the Government of Canada. An average yield of 2.57 
percent interest was obtained. 


FIRE AND CASUALTY INSURANCE 
This is big business in Canada and amply demonstrated by the follow- 
ing facts: — 
300 competitive companies are registered with the Dominion of 
Canada. 
300 millions of premiums are handled yearly. 
23 billion of fire insurance alone is covered. 
152.5 millions paid on claims settlements in 1950. 
2.7 millions in profit attained, or less than 1 percent of income from 


premiums. 
CENSUS — 1951 
1941 Census : 11,507,000 
1941-1951 Natural Increase bness ; 3,197,000 
Deaths for Same Period . ; ; ra 1,215,000 
Basic 1951 Figure ..... o BAR ' 13,489,000 
Plus Newfoundland steeteans 348,000 
Plus Immigrants : 591,000 
Plus 50,000 Away When enn ‘Teton 50,000 
Gross Figure for 1951 14,478,000 


Official emigrant figures re a total of 286,000. An additional 200,000 
are also unaccounted for, so that the net figure, at least on paper, is a 
population of 13,992,000, which is a trifle disappointing. 


ASBESTOS 


This useful material has been mined since 1878. 

There are presently over 2,000 uses for asbestos, including uses as a 
component of asphalt compounds, friction materials, plastics, paints, 
cements and lubrication greases. 
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In 1932 shipments were 122,977 tons, worth 3 _ millions. 

In 1940 shipment were 346,805 tons, worth 15.6 millions. 

In 1951 shipments were 967,375 tons, worth 78.8 millions. 

Canada produces ten times as much as any other country and over 
three times as much as the rest of the world together. 


ADVERTISING AND COST ACCOUNTING 


It is very interesting to read that the Canadian Association of Adver- 
tising Agencies recommends a cost accounting approach to controlling the 
financial activities of every phase of advertising agency work. It is man- 
agement’s most effective tool says the Association. 

A recent book, “Cost Accounting for Advertising Agencies”, written 
by F. W. D. Campbell, is just off the press. 

Points stressed are:— 

Discovery of loss accounts. 

Reduction of costs on individual accounts without impairment of 
service. 

Enhancement of service without increasing costs. 

Results to be gained are:— 

A ruling-out of unnecessary expenses. 

A more realistic transfer of executive work load to important 
revenue-producing work. 

Pre-arranged fees for special jobs. 

In the service fee for unprofitable accounts or for accounts where the 
client demands a high level of servicing out of proportion with the 
account’s value, agencies have the answer to narrow profit margins. Where 
cost accounting is in force, agencies can show clients concrete, black and 
white reasons why a service fee might be necessary. In such instances, 
agencies report a willingness on the part of the client to co-operate with a 
service fee. 

The essentiality and good service rendered by sound cost accounting 
practice seems to be demonstrated new in a field hitherto untouched by the 
cost accountant. 


U.S. CAPITAL IN CANADA 


Among the many sources of U.S. capital for the Canadian expansion, 
it is of note that United States Life Insurance Companies have nearly 
$2,500 million invested in Canada. This is an increase of 1,250 million in 
the last ten years. 

The money is invested in the following ways:— 


Federal Bonds ; e, ; ......900 million 
Provincial and Local Bonds 8 600 million 
Corporation Bonds ee acces ewer renee 750 million 
Industrial Bonds SS elie seecerceansee OOO TION 
Railroad Securities ; be Petes ay 50 million 
Mortgages ee 150 million 


Present total of corporate bonds is three times that of ten years ago. 
Notable among these was a 100 million commitment for iron ore 
development. 
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CURRENT ARTICLES OF INTEREST TO INDUSTRIAL 
ACCOUNTANTS 


ACCOUNTANTS 


THE ACCOUNTANT’S ROLE IN THE ANNUAL REPORT, by J. O. Nicklis — N.A.C.A. 
Bulletin, February 1952, Sec. 1. 


ACCOUNTING 


ACCOUNTING CONCEPTS AND NATIONAL INCOME, by E. L. Kohler — The 
Accounting Review, January 1952. 

INITIAL DEVELOPMENT OF ACCOUNTANCY, by Calvin C. Potter — The Canadian 
Chartered Accountant, January 1952. 

SURVEY INVESTIGATES ACCOUNTING FOR PENSION COSTS, by Warde B. Ogden, 
C.P.A. — The Journal of Accountancy, January 1952. 


ACCOUNTS RECEIVABLE 


FINANCING AND FACTORING ACCOUNTS RECEIVABLE, by Theodore H. Silbert — 
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Cost of Castings—The Fallacy of Averages 
By NORMAN TERRY, C.G.A., R.LA. 


Vice-President, Canadian Sumner Iron Works Limited 





According to the author, the practice of averaging 
costs is the basic course of inconsistency in the pricing 
of castings resulting in widely varying degrees of success 
in foundry operations. The suggested answer is job 
costs and examples of computing unit costs are sub- 
mitted to support this thesis. 











Living costs are rising all around us. Increased wages, 
material shortages, electric power restrictions are all combining 
to shrink the true purchasing value of the dollar. We are all 
faced with higher costs of doing business, so automatically up 
goes the cost of castings. Naturally our customers always have 
questioned the high cost of castings, but to-day they are be- 
coming quite emphatic in their criticisms. Some have investi- 
gated substitutes for castings — tried fabricated steel con- 
struction, for example, and too often found such changes satis- 
factory, thus resulting in greater criticism of our casting prices. 
What of these changes in our economic position? Must we 
accept them with resigned complacency? Instead, do they not 
suggest our looking down into the fundamental financial struc- 
ture of the foundry industry, checking into our own method of 
doing business to see if we are being practical and making the 
most of our position and opportunities? Are we justified in our 
present price of castings? Should we charge more or less? 

Manufacturing castings is basically a simple procedure. It 
includes briefly:— 

(1) Raw Materials — in the form of pig iron and scrap 

for cast iron. Steel scrap and alloys for cast steel. 
Metal ingots and/or scrap metal for non-ferrous 
castings. 

(2) Melting facilities in the form of cupolas and coke; 
electric furnaces with essential electric power, and 
crucible furnaces together with coke, oil or gas-firing 
equipment. 

Therefore, without becoming involved in accounting pro- 

cedures, let us examine some of the fundamental reasons why 
some castings are expensive, some are cheap, why occasionally 
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a foundry operator is prosperous, but why so many foundries 
seem to be so poor, while their castings seem to cost so much. 

One of the tragedies of the foundry industry is its 
endeavour to cost and sell castings by the pound. We must all 
agree that every class of casting differs in structure and con- 
struction — that one casting weighing, say ten pounds, might | 
require twice or ten times the labor that another casting weigh- 
ing 100 pounds or ten times the weight. Yet foundries to-day 
are still selling from price lists where the sale price of the 
casting per pound is automatically reduced as the individual 
weight of the casting increases — the sliding scale principle. 

To secure accurate costs, individual castings should be 
costed separately instead of using the very inaccurate method 
of averaging the cost of castings by the variation in individual 
weights. Naturally every foundry operator feels he is an expert 
in setting foundry costs and setting casting prices. What should 
we in the foundry industry consider a fair return on the capital 
invested in our foundry business, that is our buildings, equip- 
ment, machinery, etc.? Three percent, five percent or ten 
percent per annum? A gilt-edged Government Bond pays 3% 
percent, first mortgage bonds, 5 percent, industrial bonds 5 to 
6 percent. Or alternatively, what profit percentage, after de- 
preciation and income taxes, should we expect from our 
casting sales — 1 percent, five percent, ten percent? I question 
if many foundries earn more than five percent on sales. 


Cost Elements 


The most successful cost system in any foundry must be 
one that is simple to operate. However, any information com- 
piled by the cost accountant in the office is based on information 
supplied by the foundry personnel, so that it is most essential 
that all information furnished by the foundry be accurate and 
complete, and prompt. Without attempting to explain any 
specific cost system, let us examine some cost essentials. 

(1) Melting Department. The first element of cost is to 
ascertain the true cost of the metal. This is generally 
accepted as the molten metal cost at the spout. All 
the elements of melting cost should be compiled on 
simple report forms which will provide space to show 
all metal used; all metal should be accurately weighed, 
such as pig iron, scrap, alloys, etc. In a cupola the 
coke should be weighed and recorded. In an electric 
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steel furnace in addition to the material melted the 
electricity used should be reported, while for brass 
melting the fuel used should be recorded. All labor 
used in preparing the metal, maintaining the furnace, 
all furnace maintenance material, etc., including a 
proportion of the depreciation on the equipment 
should be added together to arrive at a true, accurate 
cost of the material melted each heat each day and 
for any given period. 

(2) Coremaking. In any job — order system in foundry 
operations, every effort should be made to charge the 
cost of coremaking to each individual job. The time 
making the cores should be charged to the job on 
suitable time sheets. The core department cost should 
be charged with all core materials used, core oven 
fuel, depreciation on core department equipment and 
all these indirect core expenses charged to the job on 
the basis of core hours worked, or in proportion to 
coremakers’ wages. 

(3) Moulding. For individual floor moulding, keeping 
moulding costs on each job should be comparatively 
simple. Where moulding machines are used ex- 
tensively the problem becomes complex but not 
beyond solution. Naturally machine moulding re- 
quires proportionately more mechanical equipment 
and often more indirect labor, and utilizes more floor 
space. While in straight manual moulding, the charg- 
ing of the actual wages to the individual job should 
be adequate. In machine moulding a formula for 
each machine, or the whole department, must be 
worked out. Usually match plates are used to handle 
a large volume of castings in each flask, which, to- 
gether with special moulding flasks, sand control, and 
mechanical conveniences, will multiply the tonnage of 
castings produced compared to the moulding wages 
expended. After a time study and check on the pro- 
duction of a machine moulding unit or department 
it is usually more practical to work out the cost of 
the castings produced as a group by consolidating 
all the elements of moulding and coremaking wages, 
indirect materials, indirect labor, and overhead, into 
the cost for the day, week or given period; then 
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dividing same by the tonnage or number of good 
castings produced to arrive at the cost of each casting 
or the net cost per pound. In any event for either 
floor and bench hand moulding or machine moulding, 
a report of each employee’s time should be filed each 
day giving details of jobs worked, and the details of 
the castings moulded. 

(4) Pouring and Cleaning. While the process of pouring 
and cleaning is usually considered as indirect expense 
and charged to the total cost of castings through 
general overhead distribution, it should be considered 
good business to allocate these costs to specific jobs 
where pouring necessitates special pouring equipment 
and unusual mechanical devices. Also where compli- 
cated castings require an unusual amount of cleaning 
due to special core work, such time should be re- 
corded against the specific castings so that they cover 
their fair share of this extra time. Otherwise, if this 
added cost is charged against the general run of regu- 
lar castings it will result in increasing the over-all 
cost of castings and give inaccurate costs. 

(5) Indirect Expenses or Overhead. This factor in the 
cost of producing castings probably accounts for the 
high cost of castings to-day. During the last few 
years, all industries, including our own, have been 
called upon to absorb an ever increasing amount of 
government taxes, group insurance plans, vacation and 
holiday pay, unemployment insurance, compensation 
assessments, etc. in addition to our regular fixed 
charges which have also advanced. Thus, unless these 
expenses are carefully recorded and fairly distributed, 
inaccurate costs result and incorrect sales prices 
follow, with disaster, the obvious finale. 


Indirect Expenses or Overhead 


Under this heading the fixed charges of operating the 
foundry should be included. These include depreciation re- 
serves on buildings, machinery and equipment; fire insurance 
on the entire foundry; municipal property taxes and rent of 
property used for the business; trucks and cartage costs; electric 
power and light (exclusive of power and gas for melting); heat- 
ing costs; repairs to buildings and fixtures; assessments for 
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compensation and similar indirect charges not applicable against 
individual jobs, departments or operations; service wages and 
salaries such as storekeepers, shippers, timekeepers, watchmen, 
etc. 

While the foregoing is intended to include all indirect 
expenses applicable to manufacturing, some organizations may 
wish to add their pattern department as part of their foundry 
cost. Depending upon the nature of the business and if their 
pattern maintenance can be classified as an integral part of 
their castings production, their pattern manufacturing, repairing, 
storing, etc. might be correctly added to their basic castings 
costs, either as a specific charge for each casting, or at an aver- 
age price per pound of castings made, or on a percentage basis 
of the over-all monthly cost. Wherever possible, the pattern 
department costs should be recorded separately — and may be 
added later, on a basis best determined by the type of business. 
In this way a true cost of producing castings only can be 
established. Comparison can be made later in cases where the 
customer supplies his own pattern, and no pattern costs would 
be involved. 

The total general administration costs should also be 
recorded separately from foundry manufacturing overhead costs, 
for obvious reasons. This will include items such as selling 
expenses, travelling, advertising, office expenses, and special 
administration expenses necessary for the successful operation 
of every business. 


Detail Costs 


While we have to some extent, generalized on the essential 
factors to be considered in arriving at accurate foundry or 
casting costs, we should now be more specific and by comparison 
show where variations in arriving at the cost of producing 
similar castings may easily occur where some of the funda- 
mentals are overlooked. Let us compare some cast iron castings 
and analyze methods of arriving at castings cost per piece and 
per pound. 

Example I. 

For simple calculations we will assume this particular 
foundry produces 100 tons per month (20 working days). The 
average weight of castings is 50 lbs. each, and 4,000 good 
castings are made in the month (20 days). The molten iron 
cost, as described, costs 52 cents per pound. The core depart- 
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ment costs (exclusive of coremakers) is $1,000.00 or $10.00 per 
ton or 142 cent per pound or 25 cents per casting. The moulding 
department supplies cost $3,000.00 or $30.00 per ton, 114 cents 
per pound; or 75 cents per casting. The fixed charges or indirect 
expenses total $4,000.00 which averages $40.00 per ton, 2 
cents per pound or $1.00 per casting. The indirect labor 
(pouring, shaking out, cleaning, etc.) totals $8,000.00 or aver- 
ages at $80.00 per ton, 4 cents per pound or $2.00 per casting. 
If the total direct labor cost for moulding and core- 
making amounted to $4,000.00, the average cost per ton would 
be $40.00 — cost per pound 2 cents or $1.00 per casting. 
If we estimated the man hours are 
2,666 for moulding and cores 
6,334 for miscellaneous labor 


9,000 TOTAL 
This would mean 90 man hours per ton of good castings. 


To obtain the total cost for the month’s operations we 
would arrive as follows:— 


Total Per Lb. Per Casting 

Melting Cost $11,000.00 $.055 $2.75 
Moulding and Coremaking 4,000.00 .020 1.00 
$15,000.00 .075 aede 

Core Department $ 1,000.00 $.005 $ 25 
Moulding Department 3,000.00 .015 By | 
Fixed Charges 4,000.00 .020 1.00 
Indirect Labor 8,000.00 .040 2.00 
Overhead Costs $16,000.00 $.080 $4.00 
Total Cost $31,000.00 $.155 $7.75 


From this estimated calculation the total cost of the 
month’s production cost $31,000.00 and the average cost per 
pound was 151% cents and the average cost per casting $7.75 
each. 

To provide for general administration and sales expenses 
plus profit, say 25 percent should be added to these figures which 
would mean the total selling price should be $38,750.00; the 
average sales price should be 19.4 cents per pound and sales 
price per casting $9.69 each. 
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This would be excellent if the law of averages would 
always work out — but such rarely happens in the foundry 
industry. The next month this same foundry might quite easily 
have another picture and still work to capacity, for comparison 
take:— 


Example 2. 

GRRL SOMERS . 5.550.035sa00ss0ce00 80 tons for one month 

Average casting ... 20 Ibs. each 

Number of good castings .. 8,000 

Molten Iron csseeee 3Y2 cents per Ib. (unchanged) 

Core Dept., total cost ...... $1,200.00 or .00712 per lb. or .15 per casting 
Moulding Dept., total cost 4,000.00 or .025 perlb.or  .50 per casting 
Fixed CHATBOS «....<66060505055. 4,000.00 or .025 perlb. or  .50 per casting 
Indirect Labor, total cost .. 8,000.00 or .050 __—iper Ib. or $1.00 per casting 
Direct Labor, total cost ... 4,000.00 or .025  perlb.or  .50 per casting 


Total man hours are 9,000 (unchanged) and equal 112% man hours 
per ton. 


The total cost would be:— 


Total Per Lb. Per Casting 

Melting Cost ; $ 8,800.00 $.055 $1.10 
Moulding and Coremaking 4,000.00 .025 50 
$12,800.00 $.080 $1.60 

Core Department $ 1,200.00 $.0075 $ .15 
Moulding Department 4,000.00 .025 50 
Fixed Charges ; 4,000.00 .025 .50 
Indirect Labor 8,000.00 .050 1.00 
Overhead costs ..$17,200.00 $.1075 $2.15 
Total cost $30,000.00 $.1875 $3.75 


From these estimated figures the total month’s cost was 
$30,000.00, the average cost per pound 1834 cents, and the 
average cost per casting was $3.75 each. 

To operate at a profit the total sales should be ($30,000.00 
plus 25 percent) $37,500.00 — the average sales price 23.44 
cents per pound or $4.69 per casting. 

Comparing the previous month’s operation it is obvious 
that average costs are very dangerous. 

Example 3. 

Now to calculate individual casting costs from the basis of 
these two months’ operations, it is obvious that the question of 
indirect expense allocation may change the cost and sales 
figures. 
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Assume ten castings to be made — 50 pounds each, re- 
quiring one hour coremaking each and two hours moulding 
each:— 

Example 1 Example 2 


Per Lb. Per Cast. Per Lb. Per Cast. 
Castings weight — 


50 Ibs. at 544c $ 2.75 $ 2.75 $ 2.75 $ 2.75 
Moulding and Coremaking — 

3 hrs. at $2.00 6.00 6.00 6.00 6.00 
Core Department ‘ae Pf aaa 15 
Moulding Department By ao 1.25 50 
Fixed Charges 1.00 1.00 1.25 50 
Indirect Expense 2.00 2.00 2.50 1.00 











Cost 25'4c per Ib. $12.75 $12.75 $14.125 $10.90 


From the comparison it is obvious that taking the result 
of these two months as a basis, first by calculating indirect ex- 
penses on the basis of average cost per pound, then on the basis 
of average cost per casting, two sets of figures result with wide 
variations — which is correct? 


Another basis of calculating overhead distribution is on the 
basis of a percentage of the direct labor. 


In Example 1, direct labor (moulding and coremaking) 
costs were $4,000.00 while indirect costs were $16,000.00 or 
400 percent of direct labor costs. While in Example 2 direct 
costs were $4,000.00, while indirect costs were $17,200.00 or 
430 percent. It may be possible that by comparing several 
months’ operations and allowing for variations in average cast- 
ing weights and total production, that a figure of 400 percent 
might be a fair basis of calculations. If so, Example 3 would 
work out as follows:— 


Casting Metal Cost, 50 Ibs. at 514 cents $ 2.75 


Moulding and Coremaking bie Tone 6.00 
Overhead 400 percent .... ‘sistincsSaira tie nasaeeeaael a 
Total Cost $32.75 


Much higher than any 
previous calculations 
Example 4. 
If castings — weight 100 lbs. each, with half an hour core- 
making and one hour moulding each. Could be figured:— 
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Example 1 Example 2 Example 3 
Per Per Per Per 
Lb. Cast. Lb. Cast. Percentage 
Metal — , 
100 Ibs. at 5¥c $550 $ 5.50 $550 $550 $ 5.50 
Moulding and Coremaking 
144 hrs. 3.00 3.00 3.00 3.00 3.00 
Overhead 8c per Ib. 8.00 4.00 10.75 2:15 12.00 
Cost per casting $16.50 $12.50 $19.25 $10.65 $20.50 





Cost per pound 1614 12%4c 1914c $10.65 20'%c 


From the foregoing figures it is obvious that the calculating 
of costs in the foundry where fluctuations in casting structure, 
size, volume and specifications vary, is a very exacting job. It 
calls for constant study and compiling of statistics over a long 
period of time. Carefully scrutinized, such figures will set a 
sound basis of establishing a fair method of overhead distri- 
bution applicable to the individual foundry and the type of 
castings produced. Calculations in the steel and non-ferrous 
foundry are similar and prove:— 

(1) Establishing average casting costs by the pound is 

dangerous. 

(2) Overhead distribution should be only settled after 
exhaustive studies of several methods of calculation 
and comparing results of each method before deciding 
the best for each particular foundry. 

(3) To make the foundry industry successful and pros- 
perous every foundry operator should establish ac- 
curate cost controls, decide upon reasonable mark-ups 
and set selling prices to bring a fair return on the 
capital investment and risk involved, allowing suffi- 
cient margin to re-invest in modern equipment and 
keep the industry modern and progressive to meet the 
challenge of the competitive market of to-day and 
to-morrow. 


Properly organized systems of cost control will auto- 
matically provide a cost reduction program, since these plans 
call for establishing standards of operation which determine 
exact materials to be used in production, methods of pro- 
duction and quality standards. Only after operation standards 
have been established can standards of performance for oper- 
ators be set. 
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Material Control in Nickel Chrome Plating 
By ROBERT T. HOOD 


Assistant Comptroller, Deep Freeze Appliance Division Motor Products Corp. 





With the use of certain technical data in the process 
of nickel chrome plating, it is possible to accurately 
apportion plating material as productive material rather 
than through arbitrary distribution of overhead. 











Nickel chrome plating operations have presented numerous 
problems to cost accountants and paramount among them are 
those arising from control of the plating materials. 

The most important of these problems are:— 

1. Necessity of furnishing data regarding plating oper- 

ations, from the standpoint of costs and efficiency. 

2. Budgeting of materials. 

3. The furnishing of accurate estimates and standard costs 
to management with plating materials apportioned 
accurately as direct material rather than arbitrarily 
through distribution as overhead. 

The following discussion is a possible solution to the 

problems. 
General 

Two general methods may be used:— 

1. Keeping a running record of work processed and 
materials used over a long enough period so that 
average conditions may be approximated. 

2. Using ‘control instruments which permit a breakdown 
of productive material and losses, in conjunction with 
maintaining a record of materials used. 

In any case wherein the cost of plating material is either 

very large or is a significant or critical part of total cost the 


second method is recommended and is the one discussed 
herein. 


In either case a standard of reference must be adopted to 
which other costs are related. Since the largest single expense 
item is nickel, the cost per pound of nickel deposited may be 
adopted as a useful standard. However, it may be more con- 
venient to translate this into cost for depositing a given speci- 
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fication on an arbitrary area (which may be described as the 
effective area) of work. One such method would be the material 
cost per 1,000 square inches of effective area plated, although 
it may be preferred to use 100 or 1,000 square feet at the 
standard. 

The method suggested depends upon the following data:— 

1. Nickel anodes added during the period. 

2. Scrap nickel anodes withdrawn during the period. 

3. Change in metal content from analysis at beginning and 

end of period. 

4. Nickel sulfate and nickel chloride added during period. 

Nickel deposited during period. 


wn 


6. Determination of effective area plated from the number 

of the various parts plated. 

7. Average weight of metal deposited on each of the 

various parts plated. 

The general method is to determine from the above data 
the amount of nickel actually used and the amount of and nature 
of the losses encountered. The average cost per pound of 
nickel consumed can then be calculated, including losses, and 
the cleaning and chrome plating material costs computed on the 
same basis. 


Weight Computations and Discussion 
A. Net Nickel Added 








Nickel anodes added (1 above) XXXX 
Nickel content of salts added (4 above) XXXX 
Net changes in nickel content (3 above) XXXX 
Total nickel added XXXX 
Less: Scrap nickel withdrawn (2 above) XXXX 
Net nickel added iss XXXX 


The percentage of nickel in nickel sulfate and nickel 
chloride (4 above) varies some from the value calculated from 
the standard formula found in handbooks due to the amount of 
water of hydration present. The former should have 20.9 
percent nickel, and the latter 24.7 percent nickel, but these 
values should be checked by the laboratory on several different 
lots of commercial salts. 
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The nickel content (3 above) per gallon of solution is 
reported in the analysis. 


B. Drag-out and Filtering Loss 





Net nickel added (A above) XXXX 
Less: Nickel deposited (5 above) hci lesaes XXXX 
Drag-out and filtering loss XXXX 


Drag-out loss is the solution adhering to the work as it 
leaves the plating tank. It varies with different pieces of work 
and the number of pieces plated, other factors remaining con- 
stand. If this loss is approximately the same as in chrome 
plating, it is between one-half and one gallon per hour of oper- 
ation. This loss is fairly consistent. 

Filtering losses occur when the solution is removed from 
the plating tank and when changing filters. 

The nickel deposited (5 above) is obtained by determining 
the total number of ampere-hours passing from the generator 
to the plating tank and dividing the result by 425. The result is 
the number of pounds of nickel deposited plus an allowance of 
2 percent for the efficiency of the nickel-plating solution. The 
number of ampere hours passing from generator to plating tank 
can be determined with an instrument similar to an electric 
meter and called a Sangamo-meter. If there are electrical short- 
circuits such that all of the ampere-hours are not effective in 
depositing nickel, the result will be in error. 

By keeping the number of anodes in the nickel tank fairly 
constant, the total weight of nickel will remain almost constant 
as they are completely replaced by use in a two or three month 
period. This should give fairly accurate results for drag-out and 
filtering losses. 

If the nickel added (or consumed) is not reasonably close 
to the nickel deposited, little or no information can be obtained 
regarding drag-out and filtering losses, unless the anodes are 
removed from the tank and weighed. This is of questionable 
value due to cost and inaccuracies due to the water, carbon and 
anode bags which are also weighed. 

A daily record of nickel deposited from Sangamo-meter 


readings can be used as a basis for replenishing anodes. 
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C. Loss on Plating Racks 





Nickel deposited (5 above) XXXX 
Less: Nickel deposited on work (7 above) XXXX 
Loss on plating racks XXXX 


The amount of nickel plated on the racks is important be- 
cause of the effect on the work. If too much is plated on racks, 
customer’s specifications may not be met. The percentage of 
metal plated on racks to total nickel deposited should be 
reported. 

The nickel deposited on work (7 above) is computed as 
follows:— 

All parts must have the average weight of deposit deter- 
mined by the laboratory or some agency equipped for accurate 
weighing. The total pieces of each part ran during the period 
are extended by the respective average weight of deposit for 
each part. The sum of these extensions will be the nickel 
deposited on work. 

All of the above figures used in A, B and C above are ex- 
pressed in pounds of nickel. 

Accumulation of Costs 

It has previously been mentioned that a certain weight of 
metal can be converted into a certain thickness of plating over 
a determined area. It is most easily accomplished by accumulat- 
ing all the costs involved and reducing the total to the cost per 
pound of nickel deposited on the work. 

All of the items entering into the cost of operating the 
nickel solution must be considered. All the figures in the subse- 
quent forms would be expressed in doilars of cost. 


A. Cost of Nickel Added (or Consumed) 





Nickel anodes added .......... XXXX 
Less: Credit for scrap nickel XXXX 

XXXX 
Nickel sulfate ; " ves ES 
Nickel chloride XXXX 
Boric acid XXXX 
Anode bags and hooks XXXX 
Net change in nickel content XXXX 





Cost of anodes and salt additions XXXX 
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MATERIAL CONTROL IN NICKEL CHROME PLATING 


As previously discussed in Sections B and C under “Weight 
Computations” the nickel consumed is used up in three different 
ways, deposited on the work, deposited on the plating racks, or 
lost in drag-out and filtering. The weights of nickel for each of 
the above categories has been previously determined. The 
above cost should be pro-rated based on relative weight of 


nickel. 
% to Share of 








Pounds Total Cost 

Deposited on work , XXXX XX XXXX 
Deposited on racks . XXXX <— XXXX 
Drag-out and filtering loss XXXX XXX XXXXX 
Total nickel added XXXX XX XXXX 


The cost data on the first two items is carried forward to 
the final tabulation. Cost of the third item is carried to Section 
B, immediately following, for inclusion with other drag-out and 
filtering costs. 


B. Drag-out and Filtering Cost 





Drag-out loss cost (from previous section) XXXX 
Activated carbon XXXX 
Filter paper (33”) XXXX 
Lime ern XXXX 
Nickel carbonate . XXXX 
Potassium permanganate XXXX 

Cost of drag-out and filtering oa: XXXX 


This total cost is carried forward to the final tabulation 
form. 


C. Brightener Cost (Mdylite) 





Brightener No. 1, RL XXXX 
Non-Pitter No. 2 XXXX 
Brightener No. 3 XXXX 

Brightener Cost . XXXX 


It is impossible to obtain data for distributing these costs 
between (1) drag-out losses (2) filtering losses and (3) nickel 
deposited, but should a further distribution be desirable the 
following estimate is made:— 
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Brightener Drag-out Filtering Deposited 
No. 1, RL 10% 80% 10% 
Non-Pitter No. 2 5% 75% 20% 
No. 3 30% 15% 55% 


This total cost is carried forward to the final tabulation 
form. 


D. Cleaning and Acid Cost (Nickel) 





Anodex cleaner — XXXX 
Muriatic acid eats cocceses. KXXX 
Sulfuric acid . — — ess XXXX 

Cleaning and acid cost and (nickel) XXXX 


This total cost is carried forward to the final tabulation 
form. 


E. Copper Strike Cost 








Copper ampdes SX 
Less: Scrap copper anodes XXXX 
XXXX 

Sodium cyanide XXXX 
Other salt additions XXXX 
Carbon XXXX 
Filter paper (18”) XXXX 
Copper strike cost XXXX 


This total cost is carried forward to the final tabulation 
form. 


F. Chrome Cleaning Cost 





Sodium cyanide XXXX 
Caustic soda . XXXX 
Sodium carbonate XXXX 

Chrome cleaning cost XXXX 


This total cost is carried forward to the final tabulation 
form. 


G. Chrome Plating Solution and Anode Cost 
Chromic acid XXXX 
Sulfuric acid 5exx 
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Lead anodes XXXX 
Net changes in chromic acid <xx 





Chrome plating solution 
and anode costs XXXX 


Lead anodes have a life of about two years. The net 
change in chromic acid is determined by a solution analysis. 
This total cost is carried forward to the final tabulation 











form. 
Section Tabulation 
A. Cost of nickel deposited on work XXXX 
A. Cost of nickel deposited on racks XXXX 
B. Drag-out and filtering costs XXXX 
C. Brightener Cost XXXX 
D. Cleaning and acid costs ; XXXX 
E. Copper strike cost D:9.9.>.« 
Total cost of nickel plating XXXX 
F. Chrome cleaning cost XXXX 
G. Chrome plating solution and anode costs XXXX 
Total cost of chrome plating XXXX 
Total cost of nickel and chrome plating XXXX 


Each of the above costs should be divided by the weight of 
nickel deposited on the work. The final result is the total 
material cost per pound of nickel deposited on the work. 


Determination and Application of Standard 

To effectively use the material cost per pound of nickel 
deposited in product costs or estimates two methods are 
available. 

One method would be to apply the cost per pound of nickel 
deposited to each part based on the average weight of deposit 
applied to that part as determined by the laboratory. This 
information is necessary, in any event, as previously discussed. 

However, for estimating new work, it would be necessary 
to determine the effective plating area of the part, then convert 
the area figure into weight of nickel deposited on that area for 
the required specification. 

It may be advantageous as standard practice to determine 
the effective area of all parts plated and to convert the cost per 
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pound of nickel deposited standard into one applicable to area 
plated at a given specification. (In most plating set-ups where 
a variety of minimum specifications are run, it is necessary to 
plate all parts to the highest minimum required.) 

This cost per pound of nickel deposited can be converted, 
for example, into cost per square foot plated 0.001” thick by 
multiplying by 21.8. 

This method has the advantage of uniform application to 
both standard product costs and estimated costs for new work. 

Whether on a weight or area basis separate figures should 
be developed for nickel plating and for chrome plating to 
properly handle special work such as chrome flash operations. 


Cost Comparisons and Efficiency Studies 
The arrangement of the tabulation of “cost per pound of 
nickel deposited” on a spread sheet or some other form affording 
a comparison of unit costs of each phase of the plating opera- 
tions can be most useful in bringing to light deviations from 
normal. 
Two calculations that can be made on an individual part 
basis are as follows:— 
1. To check % of actual efficiency of nickel utilization. 
100 (weight on nickel deposited on the work—1) 
(average weight number of pcs. plated) 
2. To check deviation from minimum requirements. 
(in this case .001”) 
100 (weight of nickel deposited on work—1) 
(total effective plating — 21.8) 


Summary 
It is felt that the procedure outlined will furnish most of 
the answers concerning plate costs, will provide a positive 
material control for budgeting, and will give the increased 
accuracy in estimating work and standard costs derived from 
handling plating materials as productive material rather than 
through arbitrary distribution of overhead. 


PERSONALS 


Ernest W. Scott, R.LA. was recently promoted to the 
office of controller, Ryerson Press Co. Ltd. Mr. Scott is a 
member of the Toronto Chapter and a member of the Ontario 
Educational Committee. 
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Paper No. 2 


QUESTION 2 (12 marks) 
Albert Clothes uses an estimating cost system, and estimates its costs 
for manufacturing a single product as follows:— 





Material, 8 yards x $1.20 $ 9.60 
Labor, 10 hours x .60 6.00 
Factory Overhead, 10 hours x 0.70 : 7.00 
Total estimated unit cost $22.60 


During the month of September, 18,000 units were completed. At 
September 30th there were in process 300 units, 100 percent completed as 
to material and 50 percent completed as to labor and manufacturing 
expense. 

The manufacturing costs for the period were as follows:— 

Materials purchased and put into process, 68,000 yards $61,200.00 

Direct Labor, 79,000 hours 48,980.00 

Sundry manufacturing expenses 57,000.00 

Sales 6,000 x $40 
PREPARE:— 

Journal entries to record manufacturing operations and to close out 
Adjustment Accounts. 


NOTE:— 

Owing to typographical error, the completed production was stated as 
18,000 units. It was intended that the production should be 8,000 units, 
and the solution which follows is on this latter basis. 


SOLUTION TO QUESTION 2 


Materials-Stores $ 61,200 

Accounts Payable $ 61,200 
Direct Labor 48,980 

Accrued Payroll 48,980 
Manufacturing Expenses 57,000 

Accounts Payable (or other acc.) 57,000 
Work-in-process-Materials 61,200 

Materials-Stores 61,200 
Work-in-process-Labor 48,980 

Direct Labor 48,980 
Work-in-process-Mfg. Expenses 57,000 

Mfg. Expenses 57,000 
Finished Goods e 180,800 

Work-in-process-Material 76,800 

Work-in-process-Labor 48,000 
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Work-in-process Mfg. Expenses 56,000 
Cost of Sales Bg Tee. 135,600 
Finished Goods ‘ 135,600 
Book Estimated 
Inventories Inventories Variances 
Work-in-Process-Mat. .... $15,600 Cr. 2,880 Dr. 18,480 too high 
Labor 980 Dr. 900 Dr. 80 too low 
Mfg. E. 1,000 Dr. 1,050 Dr. 50 too high 
Work-in-Process-Material $ 18,480.00 
Adjustment Account $ 18,480.00 
Adjustment Account 80.00 
Work-in-Process-Labor 80.00 
Work-in-Process-Mfg. Expenses 50.00 
Adjustment Account ‘ 50.00 
Adjustment Account 18,480.00 
Work-in-Process-Material 667.95 
Finished Goods 4,453.01 
Cost of Sales ; 13,359.04 
Work-in-Process-Labor ; 1.47 
Finished Goods 19.63 
Cost of sales : 58.90 
Adjustment Account 80.00 
Adjustment Account 50.00 
Work-in-Process-Mfg. Exp. 0.92 
Finished Goods 12:27 
Cost of sales 36.81 
COMMENTS 
This estimating cost type of problem is not difficult — and in this 


case the difficulty was experienced not by the students but by the 
examiner who had to allot marks on whichever basis the student decided 
to use. Many apparently decided there was an error — and made the 
correction — others did not, and were naturally puzzled by the abnormal 
figures. The examiner endeavoured to give credit, insofar as he could, if 
the student indicated his knowledge of the estimating cost system. 

It was intended that students properly dispose of this adjustment 
account, and if no attempt was made to do so — marks were deducted. 


ADVANCED COST ACCOUNTING 


Comments by A. V. HARRIS, C.A., R.LA. 
Paper No. 1 


QUESTION 3 (12 marks) 

The Farm Implement Company, Ltd., manufactured farm machinery. 

The company sells directly to farmers in three territories: Quebec, 
Ontario and New Brunswick. 

The sales and selling expense budgets for the year present the follow- 
ing information: — 
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Net sales 
Salesmen’s salaries 


Quebec 


Ontario New Brunswick 


.... $200,000.00 $300,000.00 $100,000.00 


Salesmen’s travelling expenses 


Warehouse expenses 
Delivery expenses 
Supplies 


10,000.00 
2,000.00 
1,500.00 
2,000.00 

700.00 


15,000.00 5,000.00 
9,000.00 1,900.00 
3,000.00 1,000.00 
9,000.00 1,500.00 

800.00 500.00 


The estimated cost of manufacturing the machinery sold is 70 percent 


of the net sales. Other estimated expenses as follows:— 
Sales commission paid to salesmen, 7 percent of net sales. 
General sales salaries, $12,000 distributed on basis of net sales. 
Sales office expense $12,000 distributed equally. 
Credit and collection, 2 percent of net sales. 
Advertising appropriation, 4 percent of net sales. 


REQUIRED:— 


(a) An Estimated Profit and Loss Statement for each territory. 
(b) A predetermined distribution expense rate for each territory 
which can be used in applying such expenses to orders as they are 


received. 


SOLUTION TO QUESTION 3 


The Farm Implement Company, Ltd. 
Estimated Profit and Loss Statement for Year 


Net sales 
Less: Cost of sales 


Gross profit on sales 


Less: 
Expenses 


Salesmen’s salaries 


Quebec 
$200,000 


. 140,000 


Travelling expenses .................. 


Warehouse expense 
Delivery expense 
Supplies Sees eae 
Salesmen’s commission . 


General sales salaries ................ 


Sales office expense 
Credit and collection . 
Advertising 


Net Profit 


Selling expenses for Quebec 


60,000 


10,000 
2,000 
1,500 
2,000 

700 

14,000 
4,000 
4,000 
4,000 
8,000 


$ 50,200 
.. 9,800 
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Ontario New Brunswick 
$300,000 $100,000 
210,000 70,000 
90,000 30,000 
15,000 5,000 
9,000 1,900 
3,000 1,000 
9,000 1,500 
800 500 
21,000 7,000 
6,000 2,000 
4,000 4,000 
6,000 2,000 
12,000 4,000 
$ 85,800 $ 28,900 


4,200 1,100 
$ 50,200=25.10% 


200,000 
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Selling expenses for Ontario 85,800=28.60% 


300,000 
Selling expenses for New Brunswick 28,900—28.90% 


100,000 


COMMENTS ON QUESTION 3 


This simple problem in distribution costs was not particularly trouble- 
some to students. Marks were very good, and the majority of students 
decided that the best and simplest basis of expense distribution was that 
based on net sales. 


ACCOUNTING II 


Comments by J. D. CAMPBELL, C.A., R.1.A. 


QUESTION 6 (10 Marks) 

A plant cost $1,000,000, against which a reserve for depreciation of 
$400,000 has accumulated has been appraised to be worth (sound value) 
$900,000. Appraisal shows reproduction value new $1,500,000 with esti- 
mated depreciation $600,000. The directors wish you to show the 
appreciated value in the accounts. If the depreciation rate applicable is 
10% per annum, draft the necessary entries to incorporate the appraisal 
and the depreciation entries to be made at the end of the first year. 


SOLUTION 
Dr. Plant-appraisal $500,000 
Cr. Reserve depreciation plant-appraisal $200,000 
Appraisal surplus 300,000 
Dr. Depreciation plant 150,000 
Reserve depreciation plant 100,000 
Reserve depreciation plant-appraisal 50,000 
Dr. Appraisal surplus ‘ 50,000 
Earned surplus 50,000 
COMMENTS: 


The answers submitted to this question indicated that, in the majority 
of cases, the student failed to recognize the fundamentals involved. In the 
majority of cases only partial presentation was made. In practically all 
cases no entry was given representing the amortization of the appraisal 
surplus, covering the amount of the increased value which had been realized 
in the transfer to the customer of the services rendered by the appraised 
fixed assets during the year. 

As the appraisal value of the plant is recorded on the books, the 
charge for depreciation should have been calculated on this value. Where 
the student failed to do this a penalty was imposed. 
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